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Davison Township 
Management’s Discussion and Analysis 

 
 
This section of the Davison Township’s annual financial report presents our discussion and analysis of the 
Township’s financial performance during the fiscal year that ended on June 30, 2006.  Please read it in 
conjunction with the Township’s financial statements, which follow this section. 
 
Financial Highlights 
 

• The Township’s Total Net Assets are $24.2 million.  Unrestricted net assets were $13.4 million. 

• During the year, the Township’s governmental expenses were $895,648 less than the $5,491,744 
generated in taxes and other revenues for governmental programs.  Capital grants of $352,947 were 
utilized to purchase new infrastructure not shown as a governmental expense 

• General fund revenues exceeded expenditures by $341,435. 
 
Using this Annual Report 

This annual report consists of a series of financial statements.  The statement of net assets and the statement of 
activities provide information about the activities of the Township as a whole and present a longer-term view of 
the Township’s finances.  This longer-term view uses the accrual basis of accounting so that it can measure the 
cost of providing services during the current year, and whether the taxpayers have funded the full cost of 
providing government services. 

The Fund financial statements present a short-term view; they tell us how the taxpayers’ resources were spent 
during the year, as well as how much is available for future spending.  Fund financial statements also report the 
Township’s operations in more detail than the government-wide financial statements by providing information 
about the Township’s most significant funds.   

Financial Analysis of the Township as a Whole 

Net assets 

The Township’s governmental activities net assets are $12.6 million.  The unrestricted governmental activities net 
assets are $8.5 million.  Business-type activities net assets are $11.6 million with $6.6 million being invested in capital 
assets net of related debt. 
 
Governmental Activities 

The Township’s General Fund revenues were $5.4 million this year.  Property taxes were $1.1 million or 20.4% of the 
total revenues.  Federal grants, local grants, and State revenue sharing made up $1.3 million or 24.1% of the total 
revenue.  Special assessments for capital improvements and garbage service were $1.9 million (35.2%).  The 
remaining 20.3% of General Fund revenues are comprised mostly of miscellaneous revenues, Charges for Services and 
Interest Revenue. 
 
Business-Type Activities 

Operating revenues of the Township’s business-type activities increased $161,130 from the prior year of $2,326,781 to 
the current year total of $2,487,911.  Operating expenses increased by $1,489,840.  The major factors contributing to 
the decrease was fitting and video taping of sewer and water lines, assessing the system, and making the necessary 
repairs.  Net changes from non-operating activities decreased from revenue of $1,101,343 to a revenue of $580,601, 
due to the lack of reimbursement by residents for portions of infrastructure improvements. 
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Davison Township's Net Assets 

  Government   Business-type 
  Activities   Activities   Total  

 2006 2005 2006 2005 2006 2005 

Current and other assets  $  9,045,606 $  8,538,958 $  6,322,847 $  7,741,610 $15,368,453 $16,280,568 
Capital assets  3,899,407 3,413,424 6,972,215 7,103,175 10,871,622 10,516,599  

    Total assets  $12,945,013 $11,952,382 $13,295,062 $14,844,785 $26,240,075 $26,797,167  

Long-term liabilities 
 outstanding  $                -  $                -  $     837,018 $    310,000 $    837,018 $     310,000 
Other liabilities  295,893 198,910 888,367 1,611,643 1,184,260 1,810,553  

    Total liabilities  $     295,893 $     198,910 $1,725,385 $    1,921,643 $  2,021,278 $  2,120,553  

Net assets: 
 Invested in capital assets, 
  net of related debt  $3,899,407   $  3,413,424 $  6,662,215 $  6,638,175 $10,561,622 $  10,051,599 
 Restricted  242,048 222,381 -  -  242,048 222,381 
 Unrestricted  8,507,665 8,117,667 4,907,462 6,284,967 13,415,127 14,402,634  

    Total net assets  $12,649,120 $11,753,472 $11,569,677 $12,923,142 $24,218,797 $24,676,614  
 
 

Davison Township's Changes in Net Assets 

  Government   Business-type 
  Activities   Activities   Total  

 2006 2005 2006 2005 2006 2005 
Revenues: 
Program revenues: 
 Charges for services  $  1,146,440 $  2,021,922 $  2,487,911 $  2,326,781 $3,634,351 $  4,348,703 
 Operating grants and 
  contributions  59,474 119,784 -  -  59,474 119,784 
 Capital grants and  
  contributions  352,947 973,494 245,690 924,713 598,637 1,898,207 
General revenues: 
 Property taxes  1,147,693 1,077,648 -  -  1,147,693 1,077,648 
 Grants and contributions not 
  restricted to specific 
  programs  1,322,303 1,333,527 -  -  1,322,303 1,333,527 
 Other   1,462,887 303,504 357,028 205,987 1,819,915 509,491  

    Total revenues  5,491,744 5,829,879 3,090,629 3,457,481 8,582,373 9,287,360  

Expenses: 
 Legislative  89,271 135,720 -  -  89,271 135,720 
 General government  1,118,926 1,065,950 -  -  1,118,926 1,065,950 
 Public works  924,641 734,259 -  -  924,641 734,259 
 Public safety  2,463,258 2,209,119 -  -  2,463,258 2,209,119 
 Water and sewer  -  -  4,444,094 2,961,494 4,444,094 2,961,494  

    Total expenses  4,596,096 4,145,048 4,444,094 2,961,494 9,040,190 7,106,542  
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Davison Township's Changes in Net Assets (continued) 

  Government   Business-type 
  Activities   Activities   Total  

 2006 2005 2006 2005 2006 2005 
Increase (Decrease) in net  
 assets   895,648 1,684,831 (1,353,465) 495,987 (457,817) 2,180,818 

Net assets – July 1, 2005  11,753,472 10,068,641 12,923,142 12,427,155 24,676,614 22,495,796  

Net assets - June 30, 2006  $12,649,120 $11,753,472 $11,569,677 $12,923,142 $24,218,797 $24,676,614  
 
Financial Analysis of the Township’s Funds 
 
As the Township completed the year, its General Fund reported a fund balance of $7.9 million.  This was an increase 
of $341,345 from the prior year. 
 
Capital Assets 
 
At the end of 2006, the Township had invested $10,561,622 in capital assets, net of related debt. 
 

Davison Township Capital Assets 
(net of depreciation) 

  Government   Business-type 
  Activities   Activities   Total  

 2006 2005 2006 2005 2006 2005 

Land     $   851,150 $   851,150 $              -  $             -  $    851,150 $    851,150 
Buildings and system  469,984 504,259 43,244 45,566 513,228 549,825 
Improvements other 
 than buildings  2,272,161 1,742,658 -  -  2,272,161 1,742,658 
Machinery and equipment  306,112 315,357 91,007 109,010 397,119 424,367 
Infrastructure  -  -  6,837,964 6,948,599 6,837,964 6,948,599  

    Total  $3,899,407 $3,413,424 $6,972,215 $7,103,175 $10,871,622 $10,516,599  
 
Long-term Debt 
 
At the end of the current fiscal year, Davison Township had total debt outstanding of $310,000.  Of this amount, 
$310,000 comprises debt backed by the full faith and credit of the government. 
 

Davison Township's Outstanding Debt 
General Obligation and Revenue Bonds 

  Government   Business-type 
  Activities   Activities   Total  

 2006 2005 2006 2005 2006 2005 

General obligation bonds  $       -0- $       -0- $310,000 $465,000 $310,000 $465,000  
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Limitations on Debt 
 
The State limits the amount of general obligation debt the Township can issue to 10% of the assessed value of all 
taxable property within the Township’s corporate limits.  Our legal debt limit is $5.7 million. The Township’s water 
and sewer debt is exempted from consideration in the 10% limit computation. 
 
Contacting the Township’s Financial Administration 
 
This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors with a 
general overview of the Township’s finances and to demonstrate the Township’s accountability for the money it 
receives.  If you have questions about this report or need additional financial information, contact the Davison 
Township Clerk’s Department. 
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Davison Township
Statement of Net Assets

June 30, 2006

Governmental Business-Type
Activities Activities Total

Assets 
Cash and cash equivalents 1,202,274$       28,733$              1,231,007$      
Investments 6,273,914 5,704,512         11,978,426      
Receivables:
        Accounts 4,966 134,849            139,815           
        Accrued interest receivable 15,155 14,835               29,990             
        Special assessments 839,596 -                     839,596           
        Water and sewer tap-ins -                  76,949               76,949             
        Unbilled receivable -                  441,134            441,134           
Due from other governments 287,786 -                     287,786           
Internal balances 421,915 (421,915)           -                   
Restricted cash and cash equivalents -                  343,750            343,750           
Capital assets-net
       Assets not subject to deprecation 851,150 -                     851,150           
       Asset subject to deprecation 3,048,257 6,972,215         10,020,472      

                       Total assets 12,945,013 13,295,062 26,240,075

Liabilities
Accounts payable 139,666 88,017 227,683
Deposits 156,227 300,672            456,899           
Due to other governments -                  344,678            344,678           
Noncurrent liabilities:
          Due within one year -                  155,000            155,000           
          Due in more than one year:
            Contractor advances 682,018            682,018           
             Bonds payable -                  155,000            155,000           

                               Total liabilities 295,893           1,725,385         2,021,278        

Net assets:
Invested in capital assets-Net of related debt 3,899,407        6,662,215         10,561,622      
Restricted for:
          Disaster relief 1,740 -                  1,740               
          Solid waste disposal 166,954 -                  166,954           
          Lighting districts 73,354 -                  73,354             
Unrestricted 8,507,665 4,907,462         13,415,127      

                               Total net assets 12,649,120$     11,569,677$      24,218,797$    

Primary Government

See notes to financial statements. - 7 -



Program revenues

Operating
Charges for Grants and

Functions\Programs Expenses Services Contributions
Primary government:
        Governmental activities:
               General government 1,118,926$    292,528$              12,283$        
               Legislative 89,271          -                      -                
               Public safety 2,463,258     243,145               47,191          
               Public works 924,641        610,767               -                
                       Total governmental activities 4,596,096     1,146,440           59,474          
        Business-type activities
               Water and sewer 4,444,094     2,487,911           -                
                       Total business-type activities 4,444,094     2,487,911           -                
                       Total primary government 9,040,190$    3,634,351$          59,474$        

General revenues:
        Property taxes
        State shared revenue
        Investment earnings
        Franchise fees
        Police assessment
        Gain on sale of capital assets
        Miscellaneous

                       Total general revenues 

Change in Net Assets

Net assets - Beginning of year

Net assets - Ending of year

Davison Township
Statement of Activities

Year Ended June 30, 2006

See notes to financial statements. - 8 -



Net (Expense) Revenue and Changes in Net Assets

Capital
Grants and Governmental Business-type

Contributions Activities Activities Total

-$               (814,115)$      -$                (814,115)$       
-                 (89,271)          -                  (89,271)          
-                 (2,172,922)     -                  (2,172,922)     

352,947         39,073           -                  39,073           
352,947         (3,037,235)     -                  (3,037,235)     

245,690         -                 (1,710,493)       (1,710,493)     
245,690         -                 (1,710,493)       (1,710,493)     
598,637$       (3,037,235)     (1,710,493)       (4,747,728)     

1,147,693      -                  1,147,693      
1,322,303      -                  1,322,303      

288,468         357,028           645,496         
200,532         -                  200,532         
959,517         -                  959,517         

10,810           -                  10,810           
3,560             -                  3,560             

3,932,883      357,028           4,289,911      

895,648         (1,353,465)       (457,817)        

11,753,472 12,923,142      24,676,614    

12,649,120$  11,569,677$    24,218,797$   

Primary Government

See notes to financial statements. - 9 -
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General Fund

Assets
Cash and cash equivalents 1,202,274$     
Investments 6,273,914      
Receivables:
       Accounts 4,966            
       Special assessments 839,596
       Accrued interest 15,155          
Due from other governments 287,786        
Due from other funds 421,915        

              Total assets 9,045,606$     

Liabilities and Fund Balance

Liabilities
Accounts payable 139,667$        
Deposits 156,227        
Deferred revenue 839,596

              Total liabilities 1,135,490      

Fund Balance

Reserved for:
     Disasters 1,740            
     Solid waste disposal 166,954        
     Lighting districts 73,354          
Unreserved:
     Designated for subsequent year's expenditures 1,091,288      
     Undesignated 6,576,780      

              Total fund balance 7,910,116      

              Total liabilities and fund balance 9,045,606$     

Davison Township

June 30, 2006

Governmental Fund- General Fund
Balance Sheet

See notes to financial statements.
- 10 -



Total General Fund fund balance as reported in the Balance
  Sheet Governmental Fund - General Fund 7,910,116$   

Amounts reported for governmental activities in the statement of net
  assets are different because:

Capital assets used in governmental activities are not available to pay for current
  period expenditures and, therefore, are not recorded in the General Fund 3,899,407

Long-term special assessments receivable are not available to pay for current period
  expenditures and, therefore, are deferred in the General Fund 839,597         

Net Assets - Governmental Activities 12,649,120$  

Year Ended June 30, 2006

Davison Township

Reconciliation of the Fund Balance as Reported in the
Governmental Fund Balance Sheet to the Statement of Net Assets

Governmental Fund 

See notes to financial statements.
- 11 -



Davison Township
Statement of Revenues, Expenditures, 

and Changes in Fund Balance
Governmental Fund - General Fund

Revenues:
       Property taxes 1,147,693$     
       Licenses and permits 131,023          
       Intergovernmental:
              Federal 55,404            
              State-shared revenue and grants 1,326,166       
              Local donations 18,750            
       Charges for services 249,532          
       Fines 88,081            
       Interest 288,468          
       Special assessments 1,867,874       
       Miscellaneous 258,675          

                       Total revenues 5,431,666       

Expenditures:
Current:
        General government:
                     General government 315,691          
                     Supervisor 135,333          
                     Clerk 175,446          
                     Treasurer 128,730          
                     Township hall and grounds 177,107          
                     Assessing department 128,128          
        Legislative:
                     Township board 89,271            
        Public safety:
                     Police 1,923,114       
                     Fire 305,308          
                     Building inspection 246,070          
         Public works 1,466,033       

                             Total expenditures 5,090,231       

         Net change in fund balance 341,435          

Fund Balance - Beginning of year 7,568,681       

Fund balance - End of year 7,910,116$     

June 30, 2006

See notes to financial statements.
- 12 -



Davison Township
Governmental Fund

Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balance of Governmental Fund - General Fund

to the Statement of Activities
Year Ended June 30, 2006

Net change in fund balance - General Fund 341,435$ 

Amounts reported for governmental activities in the statement of activities is 
different because:

Governmental funds report capital outlays as expenditures.  However, in the statement of
activities the cost of those assets is allocated over their estimated useful lives and
reported as depreciation:
     Capital Outlay 763,201  
     Depereciation expense (269,067)
     Net book value of assets disposed of (8,152)    

Revenues in the statement of activities that do not provided current financial resources
   are not reported as revenues in the funds. 68,231      

Change in net assets of governmental activities 895,648$  

See notes to financial statements.
- 13 -



Davison Township
Proprietary Fund - Sewer and Water Fund

Statement of Net Assets

Assets
Current assets:
      Cash and cash equivalents 28,733$           
      Investments 5,704,512
      Receivables:
         Accounts 134,849
         Accrued interest receivable 14,835
         Tap-in receivables - current 29,582
         Unbilled fees receivable 441,134

                       Total current assets 6,353,645        

Noncurrent assets:
      Restricted cash and cash equivalents 343,750
      Tap in receivables - noncurrent 47,367
      Capital assets-net of accumulated depreciation 6,972,215

                       Total noncurrent assets 7,363,332

                           Total assets 13,716,977      

Liabilities
Current liabilities:
      Accounts payable 88,017             
      Deposits 300,672
      Due to other governmental units 344,678
      Due to other funds 421,915
      Current portion of Long-term debt  155,000           

                       Total current liabilities 1,310,282        

Noncurrent liabilities:
      Contractor's advances 682,018           
      Long-term debt-Net of current portion 155,000

                       Total noncurrent liabilities 837,018           

                           Total liabilities 2,147,300        

Net Assets
      Investment in capital assets- Net of related debt 6,662,215        
      Unrestricted 4,907,462        

                          Total net assets 11,569,677$    

June 30, 2006

See notes to financial statements.
- 14 -



Davison Township
Proprietary Fund - Sewer and Water Fund

Statement of Revenues, Expenses, 
and Changes in Net Assets

Operating revenues:
       Charges for services 2,414,461$     
       Water meters 36,435           
       Miscellaneous revenue 37,015           

                       Total operating revenues 2,487,911      

Operating expenses:
       Personnel services 447,318         
       Sewer and water usage and billing fees 1,879,885      
       Insurance 6,554             
       Utilities 381,524         
       Maintenance and repair 1,335,888      
       Depreciation 360,535         
       Miscellaneous 10,273           

                       Total operating expenses 4,421,977      

                       Operating loss (1,934,066)     

Nonoperating revenues (expenses)
       Interest income 357,028         
       Interest expense and fiscal charges (22,117)         

                       Loss before contributions (1,599,155)     

       Capital contributions 245,690         

                       Change in Net Assets (1,353,465)     

Net Assets - Beginning of year 12,923,142    

Net Assets - End of year 11,569,677$   

Year Ended June 30, 2006

See notes to financial statements.
- 15 -



Davison Township
Statement of Cash Flows

Proprietary Fund - Sewer and Water Fund

Cash Flows from Operating Activities:
       Receipts from customers 2,440,268$       
       Payments to suppliers and employees (4,022,236)       

                     Net cash used in operating activities (1,581,968)       

Cash Flows from Capital and Related Financing Activities:
       Interest expense and fiscal charges (22,117)            
       Payments on construction advances liability (35,324)            
       Payments on long term debt (155,000)          
       Purchase of capital assets (229,575)          
       Capital contributions 391,259            
       Payments received on tap-ins 30,312              

              Net cash provided by capital and related financing activities (20,445)            

Cash Flows from Investing Activities:
       Purchase of investments (568,417)          
       Interest on tap-ins 357,028            

                     Net cash used in investing activities (211,389)          

                     Net Decrease in Cash and Cash Equivalents (1,813,802)       

Cash and Cash Equivalents - Beginning of Year 2,186,285

Cash and Cash Equivalents - End of Year 372,483$          

Reconciliation of Operating Loss to Net
  Cash Used in Operating Activities

       Operating loss (1,934,066)$     
       Adjustments to reconcile operating loss to net
          cash used in operating activities:
              Depreciation 360,535            
              Change in assets and liabilities:
                     Decrease in accounts receivable (22,643)            
                     Increase in accounts payable 19,066              
                     Decrease in deposits (25,000)            
                     Increase  in due to other funds 20,140              
Net cash used in operating activities (1,581,968)$     

For the Year Ended June 30, 2006

See notes to financial statements.
- 16 -
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 Davison Township 
 Notes to Basic Financial Statements 
 June 30, 2006 
 
 
I. Summary of significant accounting policies 

 A. Financial reporting entity 

  As required by accounting principles generally accepted in the United States of America, the financial 
statements of the reporting entity include those of Davison Township, Michigan.  The Township had no 
component units at June 30, 2006. 

 
 B. Government-wide and fund financial statements 

  The government-wide financial statements (i.e., the statement of net assets and the statement of activities) 
report information on all of the nonfiduciary activities of the primary government and its component 
units. For the most part, the effect of interfund activity has been removed from these statements. 
Governmental activities, which normally are supported by taxes and intergovernmental revenues, are 
reported separately from business-type activities, which rely to a significant extent on fees and charges 
for support. 

 
  The statement of activities demonstrates the degree to which the direct expenses of a given function or 

segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a 
specific function or segment. Program revenues include 1) charges to customers or applicants who 
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or 
segment and 2) grants and contributions that are restricted to meeting the operational or capital 
requirements of a particular function or segment. Taxes and other items not properly included among 
program revenues are reported instead as general revenues. 

 
  Separate financial statements are provided for governmental funds and proprietary funds. 
 
 C. Measurement focus, basis of accounting, and financial statement presentation  

  The government-wide financial statements are reported using the economic resources measurement focus 
and the accrual basis of accounting, as are the proprietary fund financial statements. Revenues are 
recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of 
related cash flows. Property taxes are recognized as revenues in the year for which they are levied. Grants 
and similar items are recognized as revenue as soon as all eligibility requirements imposed by the 
provider have been met. 

 
  Governmental fund financial statements are reported using the current financial resources measurement 

focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both 
measurable and available. Revenues are considered to be available when they are collectible within the 
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the 
government considers revenues to be available if they are collected within 60 days of the end of the 
current fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual 
accounting. However, debt service expenditures, as well as expenditures related to compensated absences 
and claims and judgments, are recorded only when payment is due.  
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 Davison Township 
 Notes to Basic Financial Statements 
 June 30, 2006 
 
 
I. Summary of significant accounting policies – (continued) 

 C. Measurement focus, basis of accounting, and financial statement presentation – (continued) 

  Property taxes, licenses, state revenue sharing, and charges for services associated with the current fiscal 
period are all considered to be susceptible to accrual and so have been recognized as revenues of the 
current fiscal period. Only the portion of special assessments receivable due within the current fiscal 
period is considered to be susceptible to accrual as revenue of the current period. All other revenue items 
are considered to be measurable and available only when cash is received by the government. 

 
  The government reports the following major governmental fund: 
 
  General Fund - The General Fund is the general operating fund of the Township.  It is used to account for all 

financial resources except those required to be accounted for in another fund. 
 
  The government reports the following major proprietary fund: 
 
  The Water Supply and Sewer Disposal System Enterprise Fund is maintained for the operations of the 

water distribution system and sewage pumping and collection systems. 
 
  Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, 

generally are followed in both the government-wide and proprietary fund financial statements to the 
extent that those standards do not conflict with or contradict guidance of the Governmental Accounting 
Standards Board.  Governments also have the option of following subsequent private-sector guidance for 
their business-type activities and enterprise funds, subject to this same limitation.  The Township has 
elected not to follow subsequent private-sector guidance.  

 
  As a general rule the effect of interfund activity has been eliminated from the government-wide financial 

statements. 
 
  Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, 

or privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions, 
including special assessments.  Internally dedicated resources are reported as general revenues rather than 
as program revenues.  Likewise, general revenues include all taxes and interest income. 

 
  Proprietary funds distinguish operating revenues and expenses from non-operating items.  Operating 

revenues and expenses generally result from providing services and producing and delivering goods in 
connection with a proprietary fund's principal ongoing operations.  The principal operating revenues of 
the Water and Sewer enterprise fund are charges to customers for sales and services.  Operating expenses 
for enterprise funds include the cost of sales and services, administrative expenses, and depreciation on 
capital assets. All revenues and expenses not meeting this definition are reported as non-operating 
revenues and expenses. 

 
  When both restricted and unrestricted resources are available for use, it is the Township’s policy to use 

restricted resources first, then unrestricted resources as they are needed. 
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 Davison Township 
 Notes to Basic Financial Statements 
 June 30, 2006 
 
 
I. Summary of significant accounting policies – (continued) 

 D. Assets, liabilities, and net assets or equity 

  1. Deposits 

   Cash deposits are carried at cost consisting of checking accounts, certificates of deposits, and other 
readily usable cash funds.  The carrying value of deposits is separately displayed on the balance sheet 
as "cash and cash equivalents."  For purpose of the Water and Sewer Fund Statement of Cash Flows, a 
cash and cash equivalent is defined as any liquid investment with a maturity of ninety days or less at 
the time of purchase. 

 
  2. Investments 

   Investments for the Township are stated at fair value.  Certificates of deposit with a maturity date of 
greater than three months at time of purchase are recorded as investments on the financial statements. 

 
  3. Receivables and payables 

   In general, outstanding balance between funds are reported as “due to/from other funds”, activity 
between funds that are representative of lending/borrowing arrangements outstanding at the end of 
the fiscal year are referred to as “advances to/from other funds.”  Any residual balances outstanding 
between the governmental activities and business-type activities are reported in the government-
wide financial statements as "internal balances." 

 
   All trade, notes, contracts, and property tax receivables are shown net of an estimated allowance for 

uncollectibles. 
 
  4. Restricted assets 

   Restricted assets in the Sewer and Water Enterprise fund consist of monies held for payment of long-
term debt. 

 
  5. Capital assets 

   Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads, 
bridges, sidewalks, and similar items), are reported in the applicable governmental or business-type 
activities columns in the government-wide financial statements. Capital assets are defined by the 
government as assets with an initial, individual cost of more than $1,000 and an estimated useful life 
in excess of two years. Such assets are recorded at historical cost or estimated historical cost if 
purchased or constructed. Donated capital assets are recorded at estimated fair market value at the 
date of donation. 

 
   The costs of normal maintenance and repairs that do not add to the value of the asset or materially 

extend assets lives are not capitalized. 
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I. Summary of significant accounting policies – (continued) 

 D. Assets, liabilities, and net assets or equity – (continued) 

  5. Capital assets – (continued) 

   Property, plant, and equipment of the government is depreciated using the straight line method over 
the following estimated useful lives: 

 
 Assets Years 

 Buildings 39 years 
 Building improvements 5-39 years 
 Infrastructure 15-40 years 
 Vehicles 5 years 
 Office equipment 5-7 years 
 Computer equipment 5 years 
 
  6. Accumulated unpaid sick and vacation pay 

   Accumulated unpaid sick and vacation pay are not accrued by the Township.  Substantially all 
Township employees are paid for unused sick and vacation days annually. 

 
7. Long-term obligations 

   In the government-wide financial statements, and proprietary fund types in the fund financial 
statements, long-term debt and other long-term obligations are reported as liabilities in the 
applicable governmental activities or business-type activities statement of net assets.  Bond 
premiums and discounts are deferred and amortized over the life of the bonds using the effective 
interest method.  Bonds are reported net of the applicable bond premium or discount.  In the fund 
financial statements, governmental fund types recognize bond premium and discounts, as well as 
bond issuance costs during the current period.  The face amount of debt issued is reported as other 
financing sources.  Premiums received on debt issuances are reported as other financing sources 
while discounts are reported as other financing uses.  Issuance costs are reported as debt service 
expenditures. 

 
  8. Fund equity 

   In the fund financial statements, governmental funds report reservations of fund balance for 
amounts that are not available for appropriation or are legally restricted by outside parties for use 
for a specific purpose. Designations of fund balance represent tentative management plans that are 
subject to change. 

 
  9. Property tax 

   Property taxes attach as an enforceable lien on property as of December 1.  Taxes are levied on 
December 1, and are payable without penalty through February 28.  The Township bills and collects its 
own property taxes and also collects taxes for the county and several school districts within its 
jurisdiction. Township property tax revenues are recognized when levied to the extent that they are 
measurable and available in accordance with accounting standards.  For the year ended June 30, 2006, 
the Township levied .8610 mills for general operating costs, and 1.4124 mills for police services.  The 
millage for police services was renewed May 15, 2001 for a period of 10 years, 2001 to 2010. 
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II. Stewardship, compliance, and accountability 

 Budgetary information 

  The Township follows these procedures in establishing the budgetary data reflected in the financial 
statements: 

 
 1. Prior to June 30, the Supervisor submits to the Township Board a proposed operating budget for the 

fiscal year commencing the following July 1.  The operating budget includes proposed expenditures 
and the means of financing them, for the General Fund.  Informational summaries of projected 
revenues and expenditures are provided for the Water and Sewer Enterprise Fund. 

 2. Public hearings are conducted at the Township Hall to obtain taxpayer comments. 

 3. Prior to June 30, the budget is legally enacted on a departmental (activity) basis for the General Fund 
through passage of a resolution and in accordance with Public Act 621 of 1978 of the State of 
Michigan. 

 4. The Supervisor or his designee is authorized to transfer budgeted amounts within General Fund 
departmental appropriation accounts; however, any revisions that alter the total expenditures of any 
department must be approved by the Township Board. 

 5. Formal budgetary integration is employed as a management control device during the year for all 
budgetary funds. 

 6. All budgets are adopted on a basis consistent with accounting principles generally accepted in the 
United States of America. 

 7. Budget appropriations lapse at year-end except for approved contracts and certain federal grants, 
which are appropriated on a contract (grant) length basis. 

 8. The original budget was amended during the year in accordance with Township ordinance and 
applicable state laws. 

 
 
III. Detailed notes on all funds 

 A. Deposits and investments 

  Michigan Compiled Laws section 129.91 (Public Act 20 of 1943, as amended), authorized local 
governmental units to make deposits and invest in the accounts of federally insured banks, credit unions, and 
savings and loan associations that have offices in Michigan.  The local unit is also allowed to invest in bonds, 
securities, and other direct obligations of the United States or any agency or instrumentality of the United 
States; repurchase agreements; bankers' acceptances of United States banks, commercial paper rated within 
the two highest classifications, which mature not more than 270 days after the date of purchase; obligations 
of the State of Michigan or its political subdivisions, which are rated as investment grade; and mutual funds 
composed of investment vehicles that are legal for direct investment by local units of government in 
Michigan. 

 
  The Township has designated seven banks for the deposit of its funds.  The investment policy adopted by the 

Board in accordance with Public Act 196 of 1997 has authorized investment in bonds and securities of the 
United States government and bank accounts and CDs, but not the remainder of State statutory authority as 
listed above.  The Township's deposits and investment policies are in accordance with statutory authority. 
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III. Detailed notes on all funds – (continued) 

 A. Deposits and investments – (continued) 

  The Township's cash and investments are subject to several types of risk, which are examined in more detail 
below: 

  Custodial credit risk of bank deposits: 

  Custodial credit risk is the risk that in the event of a bank failure, the government's deposits may not be 
returned to it.  The government does not have a deposit policy for custodial credit risk.  At year end, the 
Township had $11,869,431 of bank deposits (certificates of deposit, checking and savings accounts) that 
were uninsured and uncollateralized.  The Township believes that due to the dollar amounts of cash deposits 
and the limits of FDIC insurance, it is impractical to insure all deposits.  As a result, the Township evaluates 
each financial institution it deposits funds with and assesses the level of risk of each institution; only those 
institutions with an acceptable estimated risk level are used as depositories. 

  Custodial credit risk of investments: 

  Custodial credit risk is the risk that, in the event of the failure of the counterparty, the Township will not be 
able to recover the value of its investments or collateral securities that are in the possession of an outside 
party.  The Township does not have a policy for custodial credit risk.  At year end, the following investment 
securities were uninsured and unregistered, with securities held by the counterparty or by its trust department 
or agent but not in the Township's name: 

 Type of Carrying 
 Investment Value How Held 

 Repurchase agreements $1,499,216 Counterparty 

  Interest rate risk: 

  Interest rate risk is the risk that the value of investments will decrease as a result of a rise in interest rates.  
The Township’s investment policy does not restrict investment maturities, other than commercial paper 
which can only be purchased with a 270 day maturity.  At year end, investments consisted of an overnight 
repurchase agreement of $1,499,216. 

 
 B. Receivables 

  Receivables as of year end for the Township’s General Fund and Sewer and Water Enterprise Fund in the 
aggregate, including the applicable allowances for uncollectible accounts, are as follows: 

 General Sewer and 
 Fund Water Fund 
 Governmental activities: 
  Receivables: 
   Interest and dividends  $     15,155 $  14,835 
   Accounts  4,966 575,983 
   Special assessment  839,596 -  
   Tap-ins  -  76,949 
   Intergovernmental  287,786 -   

  Gross receivables  1,147,503 667,767 
  Less: allowance for uncollectibles  -  -   

  Net total receivables  $1,147,503 $667,767  
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III. Detailed notes on all funds – (continued) 

 B. Receivables – (continued) 

  Governmental funds report deferred revenue in connection with receivables for revenues that are not 
considered to be available to liquidate liabilities of the current period.  Governmental funds also defer 
revenue recognition in connection with resources that have been received, but not yet earned.  At the end 
of the current fiscal year, the various components of deferred revenue and unearned revenue reported in 
the governmental funds were as follows: 

 Unavailable Unearned 

 Special Assessments not yet due (General Fund)  $839,596 $         -0-  
 
 C. Capital assets  

  Capital asset activity for the year ended June 30, 2006 was as follows: 

 Beginning   Ending 
 Balance Increases Decreases Balance 
Governmental activities: 
Capital assets, not being depreciated: 
 Land  $     851,150 $             -  $            -  $     851,150  

Capital assets, being depreciated: 
 Buildings and improvements  1,045,907 -  -  1,045,907 
 Improvements other than buildings  148,281 -  -  148,281 
 Infrastructure  1,724,233 680,740 -  2,404,973 
 Furniture and equipment  730,247 82,461 (63,249) 749,460  

Total capital assets being depreciated  3,648,668 763,201 (63,249) 4,348,621  

Less accumulated depreciation for: 
 Buildings  (541,648) (34,275) -  (575,923) 
 Improvements other than buildings  (80,289) (11,888) -  (92,177) 
 Infrastructure  (49,566) (139,350) -  (188,916) 
 Furniture and equipment  (414,891) (83,554) 55,097 (443,348)  

Total accumulated depreciation  (1,086,394) (269,067) 55,097 (1,300,364)  

Total capital assets, being depreciated, net  2,562,274 494,134 (8,152) 3,048,257  

Governmental activities capital assets, net  $  3,413,424 $   494,134 $    (8,152) $  3,899,407  
 
Business-type activities: 
Capital assets, being depreciated: 
 Buildings and improvements  $     110,417 $             -  $             -  $    110,417 
 Investment in sewer and water system  15,293,665 229,575 -  15,523,240 
 Furniture and equipment  172,405 - -  172,405  

Total capital assets, being depreciated  15,576,487 229,575 -  15,806,062  
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III. Detailed notes on all funds – (continued) 

 C. Capital assets – (continued) 
 Beginning   Ending 
 Balance Increases Decreases Balance 
Business-type activities: - (continued) 
Less accumulated depreciation for: 
 Buildings and improvements  (64,851) (2,321) -  (67,172) 
 Investment in sewer and water system  (8,345,066) (340,212) -  (8,685,278) 
 Furniture and equipment  (63,395) (18,002) -  (81,397)  

Total accumulated depreciation  (8,473,312) (360,535) -  (8,833,847)  

Total capital assets, being depreciated, net  7,103,175 (130,960) -  6,972,215  

Business-type activities capital assets, net  $  7,103,175 $  (130,960) $           -0- $  6,972,215  
 
  Depreciation expense was charged to functions/programs of the primary government as follows: 

 Governmental activities: 
  General government  $  71,356 
  Public works  139,350 
  Public safety  58,361  

 Total depreciation expense – governmental activities  269,067  

 Business-type activities: 
  Water and sewer  $360,535  
 
 D. Interfund receivables, payables, and transfers 

  The composition of interfund balances as of June 30, 2006 is as follows: 

  Due to/from other funds: 

 Receivable Fund Payable Fund Amount 

 General Water and Sewer  $421,915  

  These balances result from the time lag between the dates that goods and services are provided or 
reimbursable expenditures occur, transactions are recorded in the accounting system, and payments between 
funds are made. 

 
 E. Long-term debt 

  The government issues bonds to provide funds for the acquisition and construction of major capital 
facilities. General obligation bonds are direct obligations and pledge the full faith and credit of the 
government.  Contractual agreements and installment purchase agreements are also general obligations of 
the government.  All revenue bonds are supported by the revenues generated from the operation of the 
respective facilities constructed.  Revenue bonds involve a pledge of specific income derived from the 
acquired or constructed assets to pay debt service. 
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III. Detailed notes on all funds - (continued) 

 E. Long-term debt – (continued) 

  The following is a summary of Business Type long-term debt transactions of the Township for the year ended 
June 30, 2006: 

 Final Interest Balance at Issuances Balance at Due 
 Payment Rate or June 30, (Retirements) June 30, within 
 Due Range 2005 During Year 2006 One Year 

Business - Type Activities: 
 Enterprise Fund – contracts payable: 
 
  Sanitary Sewer District #1 
   Township Lateral 2008 5.0  $   120,000 $  40,000 $80,000 $  40,000 
  Sanitary Sewer District #1 
   Davison Township Sub-trunk 2008 4.0-4.9  300,000 100,000 200,000 100,000 
  Genesee County Water Supply 
   System #2 Series 1 2008 5.0  45,000 15,000 30,000 15,000  

    Total Business – Type Activities    $465,000 $155,000 $310,000 $155,000  
 
  Annual debt service requirements to maturity for the above obligations are as follows: 

 Year End  Business Type Activities  
 June 30, Principal Interest 

 2007  $155,000 $  13,500 
 2008  155,000 6,750  

 Total  $310,000 $  20,250  
 
  Act 359, Public Acts of State 1947, as amended, provides that net indebtedness of municipalities cannot 

exceed 10% of the assessed real and personal property in the Township.  As of June 30, 2006, Davison 
Township has not incurred any indebtedness, which would be limited under Act 359.  The Township's 
existing general long-term obligation bonds and other debt are specifically exempted from consideration in 
the 10% limit computation. 

 
  Deposits payable: 

  A $20,000 cash bond was received from Cardinal Industries in June 1987 to be used to maintain a holding 
pond should Cardinal Industries (or a later owner) default on the maintenance of the holding pond.  The 
holding pond was required before Cardinal Industries could construct a modular apartment complex.  The 
bond would be refunded if the holding pond was no longer needed due to the construction of drains in the 
area in which the modular apartment complex is located.  The cash bond was invested and, per the 
agreement with Cardinal Industries, the Township General Fund keeps all interest earned on the investment. 
The deposit is recorded as a liability in the general fund. 

 
  The Township has also received deposits from other developers to ensure completion of various 

developments within the township.  These other deposits held by the General Fund and the Water and Sewer 
Enterprise Fund equal $436,899. 
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IV. Joint ventures 

 1. In September 1979, Davison Township entered into a joint venture with the City of Davison to create a 
Senior Citizen's Authority.  Richfield Township entered the joint venture effective July 1, 1996.  The 
purpose of the Authority is to provide facilities for recreation and activities for senior citizens residing in the 
City and Townships.  The Authority is governed by a seven-member board appointed by the governing 
bodies of the City and Townships. The Board of the Authority is required to submit an annual operating 
budget to the governing body of each municipality for approval. The agreement provides that the allocation 
will be 1/3 of the net expenses split equally between the three municipalities, with the exception of rental 
income and related expenses for a prior senior center location still owned by the Authority, which is applied 
against the City of Davison and Davison Township’s portion of expenses only.  All parties have contributed 
to the cost of the current activity center and share in its ownership on a percentage basis.  All revenues from 
the current center are shared evenly.   

 
  During the year ended June 30, 2006, the Township’s contribution to the Senior Authority was $34,575.  At 

June 30, 2005, the Township had a receivable of $25,262 from the Authority for cash advances to meet 
operating needs. 

 
  The majority of the Senior Citizens Authority’s capital assets were purchased with federal funds so any 

income from the sale of these assets would revert to the federal agency. 
 
  Davison Township is unaware of any circumstances that would cause an additional benefit or burden to the 

participating governments in the near future. 
 
  Audited financial statements are available for public inspection at authority headquarters. 
 
 2. In January 1972, Davison Township entered into a joint venture with the City of Davison and Richfield 

Township to create the Davison-Richfield Area Fire Authority.  The purpose of the Authority is to provide 
uniform and orderly control of fire protection, fire department practices and organizations, and financing 
within the territorial limits of the three municipalities.  The Authority is governed by a seven-member board 
appointed by the governing bodies of the city and townships.  The agreement calls for each municipality to 
pay for costs of the Authority by a charge for each fire run to a point within its jurisdictional boundary. 

 
  During the year ended June 30, 2006, the Township was billed $305,309 by the Authority.  At year end, 

the Township owed $87,090 to the Authority for fire run services. 
 
  Davison Township is unaware of any circumstances that would cause an additional benefit or burden to the 

participating governments in the near future. 
 
  Audited financial statements are available for public inspection at authority headquarters. 
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V. Other information 

 Pension benefit plan 

 The Township has two pensions plans, one for union police officers and one for all other Township employees. 
 Benefit provisions and contribution obligations have been established by the Township Board. 

 
 a. Union police officers’ pension plan: 

  (1) Plan description: 

   The Township police officers participate in the Municipal Employees Retirement System of Michigan 
(MERS) defined benefit plan which is an agent multiple-employer public employee retirement system 
(PERS).  The Township has no fiduciary responsibility for the plan.  MERS issues a publicly available 
financial report that includes financial statements and required supplementary information for the 
MERS.  That report may be obtained by writing to the MERS at 1134 Municipal Way, Lansing, 
Michigan 48917. 

 
   Police officers are eligible for full retirement benefits upon completion of 25 years of service, at age 50 

or age 60 with six years service.  Straight life pension for police officers is calculated as follows:  
credited service at time of termination multiplied by 2.5% of the member's final average compensation 
(3 highest consecutive years within the last 10 years of employment), up to a maximum of 80% of final 
average compensation. 

 
   Membership in the plan at December 31, 2005, the date of the latest actuarial valuation, is comprised of 

12 active members, 1 inactive member, and 3 retirees. 
 
  (2) Funding policy: 

   The plan provides that the employer/employees contribute amounts necessary to fund the actuarially 
determined benefits.  Police employees are required to deposit 5.00% of all monetary compensation, 
including overtime.  The Township makes employer contributions in accordance with funding 
requirements determined by MERS' actuary.  The Township’s current rate was 11.28% of annual 
covered payroll for police. 

 
    Actuarial assumptions: 

 Valuation date December 31, 2005 
 Actuarial cost method Entry age normal 
 Amortization method Level percent 
 Remaining amortization period 25 years - open 
 Asset valuation method 10 year smoothed market 

 Investment rate of return 8.0% 
 Projected salary increases 4.5% - 12.90% 
 Includes inflation at 4.5% 
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V. Other information – (continued) 

 Pension benefit plan – (continued) 

 a. Union police officers’ pension plan: – (continued) 

  (3) Net pension obligation 

  Fiscal Year Ended June 30:  
 2004 2005 2006 

 Annual pension cost $     60,723 $     46,720 $     76,652 
 Percentage of APC contributed 100% 100% 100% 
 Net pension obligation -  -  -  
 
  Actuarial Valuation as of December 31:  
 2003 2004 2005 

 Actuarial value of assets $1,399,200 $1,460,600 $1,544,868 
 Actuarial accrued liability (entry age) $1,820,853 $2,014,809 $2,156,446 
 Unfunded AAL $ (421,653) $  (554,209) $  (611,578) 
 Funded ratio 77.0% 72.5% 71.6% 
 Covered payroll $   553,621 $   616,153 $   624,151 
 UALL as a percentage of covered payroll 76.20% 90.0% 97.9% 
 
 b. Non-union pension plan: 

  (1) Plan description: 

   The Township’s non-union employees and police lieutenant employees participate as a group in the 
Municipal Employees Retirement System of Michigan (MERS) defined benefit plan which is an agent 
multiple-employer public employee retirement system (PERS).  The plan was established December 1, 
2004.  The Township has no fiduciary responsibility for the plan.  MERS issues a publicly available 
financial report that includes financial statements and required supplementary information for the 
MERS.  That report may be obtained by writing to the MERS at 1134 Municipal Way, Lansing, 
Michigan 48917. 

 
   Employees are eligible for full retirement benefits upon age 60 with eight years service.  Straight life 

pension for the non-union employees and police lieutenants is calculated as follows:  credited service at 
time of termination multiplied by 2.25% of the member's final average compensation (5 highest 
consecutive years within the last 10 years of employment), up to a maximum of 80% of final average 
compensation. 

 
   Membership in the plan at December 31, 2005, the date of the latest actuarial valuation, is comprised of 

27 active members and one retiree.  The plan was established December 1, 2004 to replace the previous 
defined contribution plan. 
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V. Other information – (continued) 

 Pension benefit plan – (continued) 

 b. Non-union pension plan: – (continued) 

  (2) Funding policy: 

   The plan provides that the employer contribute amounts necessary to fund the actuarially determined 
benefits.  The Township makes employer contributions in accordance with funding requirements 
determined by MERS' actuary.  The Township’s current rate was 4.13% of annual covered payroll. 

 
    Actuarial assumptions: 

 Valuation date December  31, 2005 
 Actuarial cost method Entry age normal 
 Amortization method Level percent 
 Remaining amortization period 30 years - open 
 Asset valuation method 5 year smoothed market 

 Investment rate of return 8.0% 
 Projected salary increases 4.5% - 12.90% 
 Includes inflation at 4.5% 
 
  (3) Net pension obligation 

  Fiscal Year Ended June 30:  
 2005 2006 

 Annual pension cost $     28,316 $     49,455 
 Percentage of APC contributed 100% 100% 
 Net pension obligation -  -  
 
 Actuarial Valuation 
 as of December 31: 
 2005 

 Actuarial value of assets $2,024,776 
 Actuarial accrued liability (entry age) $2,187,842 
 Unfunded AAL $  (163,066) 
 Funded ratio 92.5% 
 Covered payroll $1,094,767 
 UALL as a percentage of covered payroll 14.9% 
 
 c. Post employment benefits other than pension: 

   The Township provides health benefits to certain employees after they retire or leave office.  The 
ordinance provides that health, medical, and dental care benefits will be provided to eligible retirees if 
similar benefits are not available to the retiree.  All employees and elected or appointed officials, except 
for those covered under a bargaining unit, age 55 or older with 20 years of continuous service are 
eligible. 
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V. Other information – (continued) 

 Pension benefit plan – (continued) 

 c. Post employment benefits other than pension: – (continued) 

   The cost of the benefits is paid entirely by the Township as the costs are incurred.  At year end, 10 
retirees were eligible to receive these benefits.  For the year, $100,655 was expended in the General 
Fund to provide these benefits. 

 
 
VI. Summary disclosure of contingent liabilities 

 A. Contingent liabilities: 

  The Township participates in the Department of Housing and Urban Development Community Block Grant 
Program and other federal grant programs.  These programs are subject to compliance audit by the granting 
agencies.  The amount, if any, of expenditures which may be subsequently disallowed by the granting 
agency cannot be determined at this time, although the Township expects such amounts, if any, to be 
immaterial. 

 
 B. Tap-in fees advanced from developers: 

  The Township has a construction advance liability for monies advanced by developers for construction of 
water or sewer lines benefiting their properties.  A liability in the amount of $681,917 exists at June 30, 
2006.  The tap-in fee, which would normally be charged to the contractor for projects serviced, is applied to 
the advance.  Also, 100% of tap-ins to other land owners in the developer's area and 75% of the tap-in fee 
charged to anyone who taps into the constructed line outside of the stated development area will be applied 
against this amount advanced and paid back to the developer.  Payments based on the current activity are 
remitted to the developer semi-annually.  After a specified time, the developers will not be entitled to any 
further use of their advance regardless of whether or not they have used the full amount.  Developers' 
interests in the various tap-in contracts still open at June 30, 2006 will expire during the period of March 
2013 to February 10, 2023.  At the expiration date of the agreement, any remaining construction advance 
liability will be reclassified to net investment in capital assets. 

 
 
VII. Segment information for Enterprise Funds 

 The Township maintains an Enterprise Fund which provides water and sewer services.  Segment 
information for the year ended June 30, 2006, is as follows: 

   Total 
   Enterprise 
 Water Sewer Fund 

 Operating revenues $1,281,179 $  1,206,732 $  2,487,911 
 Depreciation 140,080 220,455 360,535 
 Operating loss (162,718) (1,771,348) (1,934,066) 
 Non-operating revenues/expenses 144,012 190,899 334,911 
 Capital contributions 118,812 126,878 245,690 
 Net income (loss) 100,106 (1,453,571) (1,353,465) 
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VII. Segment information for Enterprise Funds – (continued) 
   Total 
   Enterprise 
 Water Sewer Fund 
 Property, plant, and equipment: 
  Additions 180,793 48,782 229,575 
 Current assets 3,169,437 3,184,208 6,353,645 
 Current liabilities 407,926 902,356 1,310,282 
 Net working capital 2,761,511 2,281,852 5,043,363 
 Other liabilities 134,425 702,593 837,018 
 Net assets 6,151,875 5,417,802 11,569,677 
 Total assets 6,694,226 7,022,751 13,716,977 
 Total bonds outstanding 30,000 280,000 310,000 
 
 
VIII. Risk management 

 The Township is exposed to various risks of loss related to property loss, torts, errors and omission, and 
employee injuries.  The Township has purchased commercial insurance for coverage of all claims except 
employee unemployment benefits.  Settled claims for the commercial insurance have not exceeded the amount 
of insurance coverage in any of the past three fiscal years.  The Township pays unemployment claims on a 
reimbursement basis. 

 
 
IX. Building department revenues and expenses 

 The State Construction Code Act, Michigan Public Act 245 of 1999, and rules promulgated by the Department 
of Treasury regarding that Act, require that a local unit’s fees collected from construction code permits be 
accounted for in a method which shows that all of these fees were used for expenditures related to the operation 
of the enforcing agency.  The Act allows for monitoring these funds in a separate activity center within the 
General Fund and reserving General Fund fund balance for the excess of building departments revenues over 
expenditures since adoption of the Act.  A summary of the current year activity and the cumulative surplus or 
shortfall generated since July 1, 2000 is as follows: 

  Shortfall at July 1, 2005  $  (38,163) 
  Current year building department revenue  119,623 
  Less: expenditures  (246,070)  

  Cumulative shortfall at June 30, 2006  $(164,610)  
 
 
X. Commitments 

 Genesee County has committed to construct a water supply system southwestern loop within the Township 
boundaries.  The Township has contracted with Genesee County to pay the portion of the cost of the 
construction based on the relative benefit to the Township and its residents.  The estimated construction cost to 
be paid by the Township is $1,636,086.  Nothing has been incurred on the construction project as of year end. 
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XI. Upcoming accounting changes 

 The Governmental Accounting Standards Board has recently released Statement No. 45, Accounting and 
Reporting by Employers for Postemployment Benefits Other Than Pensions.  The new pronouncement 
provides guidance for local units of government in recognizing the cost of retiree health care, as well as any 
"other" postemployment benefits (other than pension).  The new rules will cause the government-wide 
financial statements to recognize the cost of providing retiree health care coverage over the working life of the 
employee, rather than at the time the health care premiums are paid.  The new pronouncement is effective for 
the year ending June 30, 2009.  Management is currently assessing the impact of this new accounting standard 
on the Township's financial statement for future reporting periods. 
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Davison Township
Required Supplemental Information

Budgetary Comparison Schedule-General Fund

Variance
Actual with Final

Original Final Amounts Budget
Revenue
       Property Taxes 1,159,654$ 1,159,654$    1,147,693$    (11,961)$        
       Licenses and permits 183,025      183,025         131,023         (52,002)          
        Federal grants 50,000        50,000           55,404           5,404             
        State-share revenue 1,053,500   1,053,500      1,326,166      272,666         
       Local donations 25,000        25,000           18,750           (6,250)            
       Fines 100,000      100,000 88,081 (11,919)          
       Charges for services 194,198      194,198         249,532         55,334           
       Interest income 55,000        55,000           288,468         233,468         
       Other income:
             Special assessments 1,733,810   1,733,810 1,867,874 134,064         
             Miscellaneous 212,300      212,300         258,675         46,375           

                       Total revenues 4,766,487 4,766,487      5,431,666      665,179         

Expenditures
       Current:
             General government:
                     General government 376,080      376,080         315,691         60,389           
                     Supervisor 132,281      142,281         135,333         6,948             
                     Clerk 199,513      199,513         175,446         24,067           
                     Treasurer 131,235      131,235         128,730         2,505             
                     Township hall and grounds 241,400      241,400         177,107         64,293           
                     Assessing department 133,991      133,991         128,128         5,863             
             Legislative:
                     Township board 84,022        104,022         89,271           14,751           
             Public safety:
                     Police 2,019,179   2,019,179      1,923,114      96,065           
                     Fire 370,750      370,750         305,308         65,442           
                     Building inspection 261,808      261,808         246,070         15,738           
             Public works 1,542,677   1,542,677      1,466,033      76,644           

                       Total expenditures 5,492,936 5,522,936      5,090,231      432,705         

            Net change in fund balance (726,449) (756,449)        341,435         1,097,884      

Fund Balance - Beginning of Year 7,568,681 7,568,681      7,568,681      -                 
Fund Balance - End of Year 6,842,232$ 6,812,232$    7,910,116$    1,097,884$    

Year Ended June 30, 2006

Budgeted

See notes to financial statements.
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